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THE OFFICE OF REGULATORY STAFF 
1401 Main Street, Suite 900  

Columbia, SC  29201 

DIRECT TESTIMONY & EXHIBITS OF 1 

M. ANTHONY JAMES, P.E. 2 

ON BEHALF OF 3 

THE SOUTH CAROLINA OFFICE OF REGULATORY STAFF 4 

DOCKET NO. 2017-207, 305, 370-E 5 

IN RE:  REQUEST OF THE OFFICE OF REGULATORY STAFF FOR RATE 6 

RELIEF TO SOUTH CAROLINA ELECTRIC & GAS COMPANY'S RATES 7 

PURSUANT TO S.C. CODE ANN. § 58-27-920 8 

 9 

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND OCCUPATION. 10 

A.  My name is Anthony James.  My business address is 1401 Main Street, Suite 900, 11 

Columbia, South Carolina 29201.  I am employed by the State of South Carolina as the 12 

Director of Energy Policy for the Office of Regulatory Staff (“ORS”). 13 

Q. PLEASE STATE YOUR EDUCATIONAL BACKGROUND AND EXPERIENCE. 14 

A.  I hold a Bachelor’s Degree in Engineering and a Master’s Degree in Earth and 15 

Environmental Resources Management from the University of South Carolina.  I am a 16 

Professional Engineer registered in the State of South Carolina.  I am also a Certified Public 17 

Manager. I have been employed as a Project Engineer at environmental engineering 18 

consulting firms and at the South Carolina Department of Health and Environmental 19 

Control (“DHEC”).  I joined DHEC in 1991 and was ultimately responsible for 20 

coordinating DHEC’s statewide wastewater compliance efforts.  In 2004, I joined ORS 21 

working in the Electric Department where I held various staff positions.  I was promoted 22 

to Deputy Director of the Electric and Natural Gas Division in 2012.  As Deputy Director, 23 
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my duties grew to include providing general oversight of the Electric Department as well 1 

as the Natural Gas Department.  In 2014, I was promoted to Director of New Nuclear 2 

Development to monitor the two (2) new nuclear construction projects in South Carolina – 3 

the SCE&G V.C. Summer Nuclear Units 2 and 3 located in Jenkinsville, SC (the “Project”) 4 

and the Duke Energy project in Cherokee, SC.  In 2015, I was promoted to Director of 5 

Energy Policy.  As Director of Energy Policy, I continue to be responsible for the 6 

monitoring of new nuclear construction projects; however, I am now also responsible for 7 

directing the activities of the State Energy Office.  I have more than twenty-five years of 8 

experience as an environmental engineer in regulatory compliance. 9 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE PUBLIC SERVICE 10 

COMMISSION OF SOUTH CAROLINA (“COMMISSION” OR “PSC”)? 11 

A.  Yes.  I have testified before the Commission in general base rate cases, several fuel 12 

adjustment clause proceedings, and hearings to update the schedule and budget for the 13 

Project.  I have also been an ORS witness in proceedings related to renewable energy 14 

resources, specifically, net metering programs and smart grid standards, and provided 15 

updates to the PSC via allowable ex parte briefings. 16 

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS 17 

PROCEEDING? 18 

A.  The purpose of my direct testimony is to provide support for ORS’s request for 19 

suspension of the revised rates collection approved by the Commission associated with the 20 

South Carolina Electric & Gas Company’s (“SCE&G” or “Company”) construction of the 21 

Project.  However, my testimony will not address the legal issues surrounding the Base 22 
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Load Review Act (“BLRA”), which are currently being addressed by the South Carolina 1 

State Attorney General’s office.  These are legal arguments, and I am not an attorney.  2 

Q. PLEASE STATE WHY ORS BELIEVES REVISED RATES COLLECTION 3 

SHOULD BE SUSPENDED. 4 

A.  Revised rates should be suspended for a number of reasons.  The South Carolina 5 

Attorney General has called into question the constitutionality of the BLRA.  ORS does 6 

not believe ratepayers should continue to pay SCE&G pursuant to a statute deemed 7 

“constitutionally suspect” by the South Carolina Attorney General.  Moreover, SCE&G 8 

has stopped construction of the Project.  As a result, it should no longer receive the same 9 

benefits as if construction was ongoing.  Finally, SCE&G withheld material information 10 

from the Commission and ORS.  ORS’s investigation is not yet complete, but it shows that 11 

the Bechtel Power Corporation’s (“Bechtel”) Project assessment which included a detailed 12 

schedule analysis was never shared with the Commission.  Governor McMaster released 13 

the 2016 Bechet Report and has supported ORS’s efforts to obtain information (See Direct 14 

Exhibit MAJ-1).   15 

  The South Carolina Public Service Authority (“Santee Cooper”) has provided ORS 16 

with access to documents and information that has been of great assistance to ORS.  ORS 17 

continues to review documents provided by Santee Cooper and by SCE&G.  Together, the 18 

number of pages approach 2 million. 19 

Q. PLEASE IDENTIFY CERTAIN PERTINENT INFORMATION WITHHELD BY 20 

SCE&G.  21 

A.  While SCE&G has continued to refuse to cooperate by providing ORS the 22 

necessary information, ORS has been able to fill in certain gaps by using records that 23 
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Santee Cooper, a state agency, provided.  The documents set forth in Direct Testimony of 1 

Elizabeth H. Warner, Exhibit A support ORS’s contention that information was withheld 2 

from the PSC.  They are attached to the Direct Testimony of Ms. Elizabeth Warner, the 3 

Vice President, Legal Services and Corporate Secretary for Santee Cooper, who affirms 4 

that these documents are state records. 5 

Q. PLEASE PROVIDE EXAMPLES OF THE INFORMATION WITHHELD.  6 

A.  By the fall of 2014, SCANA (SCE&G’s parent company) agreed to hire an outside 7 

engineering firm to conduct a comprehensive assessment of the Project to determine its 8 

overall status (See Direct Testimony of Elizabeth H. Warner, Exhibit A.1 ORS_00002007).   9 

 At no time during the hearings held July 21-22, 2015, did SCE&G disclose to the 10 

Commission that it intended to have Bechtel provide an assessment of the Project.  A 11 

review of the hearing transcripts in Docket No. 2015-103-E reflects that Bechtel was never 12 

mentioned.  Yet, the Company acknowledged in its Exhibits 8, 10, and 13 of its response 13 

to ORS’s Motion to Compel1, that meetings with Bechtel took place on or about April 7, 14 

2015, July 1, 2015, and July 13, 2015.  SCE&G’s Exhibit 12, an email from Jeff Archie 15 

(SCE&G Sr. V.P. & Chief Nuclear Officer) to Steve Byrne (former SCE&G President for 16 

Generation and Transmission), dated July 16, 2015, discusses the issue of “Precluding 17 

complications with the litigation with SNC is something that the consortium is very 18 

interested in and it resonates with Mike.”  19 

 On October 22, 2015, Bechtel provided the Project owners, SCE&G and Santee 20 

Cooper, a power point presentation of their assessment results (SCE&G Exhibit 9).  21 

                                                 
1 See Direct Exhibit MAJ-2 (SCE&G Exhibits 8, 9, 10, 12, 13 and 31).  
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Company representatives Kevin Marsh (former Chairman and CEO of SCANA and 1 

SCE&G), Steve Byrne and Jeff Archie attended the Bechtel presentation.  2 

 On page 24, Bechtel’s schedule assessment shows the commercial operation dates 3 

for Unit 2 would fall between December 2020 and August 2021 and for Unit 3 would fall 4 

between June 2022 and June 2023.  A month earlier, the PSC approved new completion 5 

dates of June 2019 for Unit 2 and June 2020 for Unit 3.  The Bechtel dates were years 6 

beyond the dates that had just been approved by the Commission. 7 

   Additionally, according to SCE&G, the federal production tax credits (“PTCs”) 8 

were worth approximately $1.1 billion per unit or $2.2 billion in total.  Although there were 9 

other criteria to qualify for the PTCs, the most pivotal was the requirement that the new 10 

units must be in service before January 1, 2021.  The Bechtel dates show that neither unit 11 

would likely qualify for the PTCs and thereby force the Company to forego $2.2 billion in 12 

ratepayer benefits.  The Bechtel completion dates were of great monetary significance and 13 

strong motivation for SCE&G to conceal the Bechtel assessment.  14 

 As reflected in SCE&G Exhibit 31 provided by SCE&G in response to ORS’s 15 

Motion to Compel, a meeting was held on January 14, 2016 regarding the Bechtel 16 

assessment.  GW (George Wenick) provides that he is just counsel and provides guidance, 17 

and he warns “if we don’t ∆ their prediction will be viewed as owners opinion – 18 

consequences.”  Those consequences are not specified but they are clearly motivation for 19 

concealing the assessment.  Lonnie Carter, (former Santee Cooper President and CEO), 20 

asked if there could be two reports one public and one not, and he expressed concern that 21 

the report would be viewed as “whitewashed.”  Kevin Marsh (KBM) stated that the 22 

presentation in October was the report.  23 
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Q. DID SCE&G SEEK TO KEEP THE BECHTEL ASSESSMENT HIDDEN? 1 

A.  Yes.  The February 2016 Bechtel report was published in 2017 by the Post & 2 

Courier, and that document curiously states that “A specific assessment of the project 3 

schedule is not included in this report.” (Page 3).  (See Direct Testimony of Elizabeth H. 4 

Warner, Exhibit A.5 ORS_00008356, Bechtel February 5, 2016 final; and Direct 5 

Testimony of Elizabeth H. Warner, Exhibit A.4 ORS_00006138, Bechtel November 9, 6 

2015 draft). 7 

 Because SCE&G withheld Bechtel’s assessment which included a construction 8 

schedule analysis, yet another modification to the schedule and budget, and additional 9 

revised rates revenue was approved by the Commission (Docket No. 2016-223-E; Docket 10 

No. 2016-224-E).  11 

Q. WAS SCE&G REQUIRED TO PROVIDE THE COMMISSION WITH THE MOST 12 

CURRENT INFORMATION AFFECTING THE SCHEDULE AND BUDGET OF 13 

THE PROJECT? 14 

A.  Yes.  Notably, S.C. Code Ann. § 58-33-280(B) states, “[t]he revised rates filing 15 

shall include the most recent monitoring report filed under Section 58-33-277(A) updated 16 

to reflect information current as of the date specified in the filing.” (emphasis added). The 17 

information required in SCE&G’s quarterly reports included (1) the progress of 18 

construction of the plant; (2) updated construction schedules; (3) schedules of the capital 19 

costs incurred including updates to the information required by Section 58-33-270(B)(5); 20 

(4) updated schedules of the anticipated capital costs; and (5) other information as the 21 

Office of Regulatory Staff may require.” Additionally, the Commission required in its 22 
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Order 2009-104(A) that SCE&G’s quarterly monitoring reports be filed with the 1 

Commission.   2 

Pursuant to S.C. Code Ann. § 58-33-277(A), SCE&G is required to file reports with 3 

the Office of Regulatory Staff quarterly until the plant begins commercial operation.  These 4 

reports must contain the following information: (1) the progress of construction of the 5 

plant; (2) updated construction schedules; (3) schedules of the capital costs incurred 6 

including updates to the information required by Section 58-33-270(B)(5); (4) updated 7 

schedules of the anticipated capital costs; and (5) other information as the Office of 8 

Regulatory Staff may require. 9 

Q. DID THIS COMMISSION REQUIRE REPORTS FROM A CERTIFIED PUBLIC 10 

ACCOUNTANT REGARDING SCANA/SCE&G’S FINANCIAL STATUS? 11 

A.  Yes.  Initially, ORS sought the expert services of bankruptcy counsel, and on 12 

January 19, 2018, ORS filed the report of its bankruptcy counsel that concluded the 13 

suspension of revised rates collections was unlikely to force SCE&G into bankruptcy.  14 

Pursuant to Commission Order Nos. 2018-81 and 2018-102, ORS, with the assistance of 15 

the State Auditor’s Office, engaged the accounting firm of Baker Tilly Virchow Krause, 16 

LLP (“Baker Tilly”) to conduct an analysis that would be reported to the Commission.  17 

ORS filed with this Commission the Baker Tilly report and the affidavit of Mr. Russell A. 18 

Hissom, CPA, Partner with Baker Tilly.  19 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 20 

A.  Yes, it does. 21 
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HENRv McMssYER
GOVERNOR

May 22, 2018

The Honorabie Nanette S. Edwards
Acting Executive Director
South Carolina Office of Regulatory Staff
1401 Main Street, Suite 900
Columbia, South Camlina 29201

Dear Director Edwards:

It has been reported that SCEdtG is withholding certain V.C. Summer-related documents
from the S.C. Offtce of Regulatory Staif ("ORS"). If or to the extent that Santee Cooper may be
in possession of, or have access to, some or all of the documents that ORS is seeking, please do
not hesitate to let me know if I can be of assistance in utilizing my constitutional and statutory
authority to direct Santee Cooper to produce the same.

Thank you for your leadership during this difficult time. As always, if I can ever be of
service or assistance regarding the foregoing or otherwise, please do not hesitate to call.

Yours very truly,

Henry McMaster

HMhl

SVAVE House ~ 1100 GERVms S rREET ~ COEuuoii, Soto R CARouNA 2920 1 ~ TEEERRONE: tt03-734-2 I 00
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From:
To:
CC:
BCC:
Subject: Video Conference
Sent: 07/16/2015 08:19:00 AM -0400 (EDTI
Attachments:

ARCHIE, JEFFREY B(/O=SCANA/OU=COLUMBIA/CN=RECIPIENTS/ON=JARCHIE)
BYRNE STEPHENA

EXHIBIT 12
Page 1 of1

Spoke to Crosby this morning. He is going to call in with his legal and participate in our discussion with the consortium
tomorrow. Also he is softening on the
George Wenick issue. We need to consider if focusing on precluding discovery by SNC needs to be more of a driver for
engaging Wenick as we continue to discuss it with Santee. Precluding complications with the litigation with SNC is something
that the consortium is very interested in and it resonates with Mike.

Sent from my BlackBerry 10 smartphone on the Verizon Wireless 4G LTE network.
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EXHIBIT 13
Page 1 of 4

Pelcher, Steve(stephen.pelcherlisanteecooper.corn)
BYNUM ALVIS J JR

From:
To:
CC:
BCC:
Subject: RE: Implementing Bechtel's Assessment of V.C. Summer Units 2 and 3
Sent: 06/29/2015 01:37:00 PM -0400 (EDT)
Attachments:

This is an EXTERNAL email. Please do not click on a link or open any attachments unless you are confident it is from a
trusted source.

Al: As I shared with you, I was not part of the super-secret conversation that Lannie and Kevin (with Steve Byrne present)
had with Danny Roderick. I have not been read into those conversation.
What little I know about this is that Bechtel is now being viewed as a joint resource to put the project on track, rather than
an Owners resource only. This is obviously a shift in how we originally intended to use Bechtel.
You might want to chat with Steve Byrne or Kevin and get their direction on this, possibly before getting back to Martyn. (I
wonder if Craig Albert has circled back to Martyn yet, including on the upcoming July 1" meeting?)
Thanks.
Steve

From: BYNUM, ALVIS J 3R [mailto:ABYNUMOscana.corn]
Sent: Monday, June 29, 2015 1:11 PM
To: Pelcher, Steve
Subject: RE: Implementing Bechtel's Assessment of V.C. Summer Units 2 and 3
Steve
The materials that we got from WEC concern me. Why are they involving them? Some of the restrictions, etc. seem
problematic to me. I must be missing something
Al

From: Pelcher, Steve I n r
Sent: Monday,3une 29,20151:09 PM

To: Daw, Martyn
Cc: BYNUM, ALVIS 3 JR
Subject: RE: Implementing Bechtel's Assessment of V.C. Summer Units 2 and 3
**'This is an EXTERNAL email. Please do not click on a link or open any attachments unless you are
confident it is from a trusted source.

Martyn: I will defer to Al Bynum on suggesting a time for such a conversation.
Thanks.
Steve

From: Daw, Martyn il m w I

Sent: Monday, June 29, 2015 12:13 PM
To: BYNUM, ALVIS J JR; Pelcher, Steve
Subject: RE: Implementing Bechtel's Assessment of V.C. Summer Units 2 and 3
Al/Steve - please can you let me know a good time for us to speak
Thanks
Martyn

From: Daw, Martyn
Sent: Wednesday, 3une 24, 2015 7:32 AM
To: 'BYNUM, ALVIS 3 3R'; 'Pelcher, Steve'ubject:

RE: Implementing Bechtel's Assessment of V.C. Summer Units 2 and 3 V'EXTERNAL*]
Al/Steve - my business folk have requested an update as to the plan for getting the Purchase Order/contract in place.
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I'm currently in the UK on business but can be available for a call at your convenience.
Please let me know
Thanks
Mart n

EXHIBIT 13
Page2 of4

From: Daw, Martyn
Sent: Saturday, June 20, 2015 10:02 AM
To: 'BYNUM, ALVIS 3 3R'; 'Pelcher, Steve'ubjeck:

RE: Implementing Bechtel's Assessment of V.C. Summer Units 2 and 3 [*EXTERNAL*]
Hi Al and Steve (and welcome back to Ai from his trip to Asia)
I understand the green light has been given for the assessment. Shall we have a chat early next week about getting thePurchase Order/contract in place? We discussed previously that it would make sense just to use the terms of one of theexisting contracts between SCE&G and Bechtel. We can be flexible on this.
it would be good to get the PO/contract in place before the kick-off meeting which I think is planned for July 1.Thanks and look forward to hearing from you
Martyn

Fixsm: Daw, Martyn
Sent: Monday, June 01, 2015 Eu42 PM
Tcu 'BYNUM, ALVIS J JR'; Pelcher, Steve
Cc: Cherry, Marion; Crosby, Michael; LINDSA, RONALD; BYRNE, STEPHEN A; Albert, CraigSubject: RE: Implementing Bechtel's Assessment of V.C. Summer Units 2 and 3 [*EXTERNAL*]Thanks very much, Al

Martyn

From: BYNUM, ALVIS 3 3R [mailto:ABYNUM scana com
Sent: Monday, 3une 01, 2015 1:28 PM
To: Daw, Martyn; Pelcher, Steve
Ccr Cherry, Marion; Crosby, Michael; LINDSAY, RONALD; BYRNE, STEPHEN A; Albert, CraigSubject: RE: Implementing Bechtel's Assessment of V.C. Summer Units 2 and 3 [*EXTERNAL*]Here is the signed 0-1

From: Daw, Martyn [mailto:mndaw bechtel.com
Sent: Monday, June 01, 2015 1:10 PM
To: Pelcher, Steve; BYNUM, ALVIS 3 JR
Cc: Cherry, Marion; Crosby, Michael; LINDSAY, RONALD; BYRNE, STEPHEN A; Albert, CraigSubjecb RE: Implementing Bechtel's Assessment of V.C. Summer Units 2 and 3* This is an EXTERNAL email. Please do not click on a link or open any attachments unless you areconfident it is from a trusted source.

Steve - thanks again to you and Al for the call this morning.
Attached is a pdf of the Proprietary Data Agreement signed by Bechtel Power Corporation. Please can Al or you let meknow if you'd like me to send along the original with the wet signature.
I look forward to hearing from you/Al as to the path forward with respect to getting a PO in place. As I indicated on thephone, we are flexible on this and we are willing to be retained by your outside counsel if you believe that would bepreferable.
On the documents side, I believe that Dick Miller will be point of contact for Bechtel but I am confirming this as I write.Thanks again for the discussion this morning
Martyn

From: Pelcher, Steve [mailto:ste hen. Icher santeecoo r.com
Sent: Monday, 3une 01, 2015 12:04 PM
Tot Daw, Martyn; Bynum, Alvis
Cc: Cherry, Marion; Crosby, Michael; Lindsay, Ronald; Byrne, Stephen A.; Albert, CraigSubjeckt RE: Implementing Bechtel's Assessment of V.C. Summer Units 2 and 3 [*EXTERNAL*]
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EXHIBIT 13
Page 3 of 4

Martyn/Al: It was great speaking with you this morning.
As a follow up to our conversation, I believe that the very first action item will be for Bechtel to send a partially executed
copy of the Proprietary Data Agreement to Al Bynum for the Owner's countersignature. Please keep Santee Cooper in the
loop so that Santee Cooper might have a fully executed copy of that agreement for our records.
Next up, regarding the documents that Bechtel will review as part of its assessment, Marion Cherry of Santee Cooper has
been working with somebody at SCE&G in assembling the documents that will be reviewed. I have copied Marion on this
Email. (Marion: Who have you been working with at SCE&G on assembling these documents'?) My notes indicate that the
Bechtel guy who will likely be the logistical link in receiving these documents is 'Dick Miller'ut I may be mistaken about
this. Note to Al: As a process point, we need to make sure anything that we share with Bechtel fits within the definition of
"Contractor Discloseable Information" as that is defined in Section 19.3(b) of the EPC.

During the call, we discussed the possibility that Bechtel might be retained by George Wenick (Smith, Currie & Hancock
LLC), if there is an advantage in doing so. Al Bynum will have a conversation with George about that later today, so that we
might close that loop on that possibility.
Al mentioned that he will begin his annual vacation this Thursday, although that we should contact his boss, Ron Lindsay,
should something come up while he is away.
Finally, we concluded our conversation with a discussion of the form of the Purchase Order the Owners would use to retain
Bechtel (assuming Bechtel isn't retain by Smith Currie.) A suggestion was made that we might kre-purposek an existing PO
the Owners have Bechtel to provide licensing and engineering support. Al identified Kyle Nash as the guy at SCE&G would
likely process this paperwork.
Thanks again for the good conversation.
Let's stay in touch.
Steve
——Original Appointment——-

From: Pelcher, Steve
Sent: Monday, 3une 01, 2015 9:28 AM

Tcn Pelcher, Steve; Daw, Martyn; Bynum, Alvis
Subject: Implementing Bechtel's Assessment of V.C. Summer Units 2 and 3
When: Monday, 3une 01, 2015 11:00 AM-11:30 AM (UTC-05:00) Eastern Time (US & Canada).
Where: Dial-in Number: (877)635-0568; Participant Code: 8437614016
Date of Call: tune 1, 2015
Time of Call: 11:OOAM

Duration of Call: 30 Minutes
Dial-in Number: (877) 635-0568
Participant Code: 8437614016
Discuss:

Process for execution of "Proprietary Data Agreement."
Process of jump starting Bechtel's review of documents consistent with Proprietary Data Agreement and Section 19.3 of the

EPC.

Process of Owners executing a PO with Bechtel.

Confidanfiality Notice:
This message is intended axdusivaly for the individual or entity to which it is addrasssd. This communication may contain information that is proprietary,
privileged, confidantial or otherwise legally exempt from disdosura. If you are not the named addressee, you are not authorized to read, print, retain, copy
or disseminate this message or any part of it. If you have received this message in error, please notiTy the sender immediately either by phone or reply to
this a-mait, and delete afi copies of this message.
***'k****k*** k*****'k**'k*'k**********'k*'k*k **'k ******************* 'k ***kk** kkkk kkk kkkkkk k

WARNI(i(G - This c-mail message originated outside of Santee Cooper.
Do not click on any links or open any attachments unless you are confident it is from a trusted source.
If you have questions, please call the IT Support Center at Ext. 7777.

Confidentiality Nofics:
This message is intended axdusivsly for the individual or entity to which it is addressed. This communication may contain information that is proprietary,
privileged, conlidsotial or otherwise legally exempt from disdosura. If you are not the named addressee, you are not aulhorlzad to read, print, retain, copy
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EXHIBIT 13
Paged of 4or disseminate this message or any part of it. If you have received this message in error, please nofify Ihe sender immediately either by phone or reply tothis e-mail, and delete all copies of this message.************i i****i i****i i«********is i***i i****i i****i i**see i i*i i*e***e*e**ee******

WARNING — This e-mail message originated outside of Santee Cooper.
Do not click on any links or open any attachments unless you are confident it is &om a trusted source.Ifyou have questions, please call the IT Support Center at Ext. 7777.**ia**is i*i ieis*i i*i**i**ia******i i***********see****i***is**i i* so*** i**i i i****i***

Confidentiality Notice:
This message Is intended exdusively for the individual or entity to which it is addressed. This communication may contain information that is propdetary,privileged, conbdenbal or otherwise legally exempt from disdosure. If you are not the named addressee, you are not aulhorixed to read, print, miain, copy ordisseminate Ibis message or any part of it. If you have received this message in error, please notify gw sender immediately caber by phone or reply to Ibise-mail, and delete all copies of this message.
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